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ECOSOC DEBATES GROWTH, POVERTY, EQUITY

By Riaz K Tayob, Geneva, 3 July 2007


An interesting debate on the changing paradigm on growth, poverty reduction and equity marked the first afternoon (on Monday) of the high-level ECOSOC session being held in Geneva.

 

A later session discussed Emerging Challenges and heard calls for a new paradigm that takes into account climate change and desertification.

 

In the first session on growth, poverty and equity, Mr Kemal Dervis, Administrator of the UNDP, who moderated, asked panellists, in what way can globalization and poverty reduction can be combined.

 

Currently, there was agreement that in order to take advantage of globalization, the state was needed to regulate markets and private capital was needed to drive the growth process. Beyond those points he was not so sure that we have an emerging paradigm.

 

He said poverty is extremely resistant to the growth paradigm. The world was growing as rapidly as ever in aggregate terms but the decline in poverty was still slow. He said there is an emergence of wealth and income inequality that is unheard of in decades. Inequality is a phenomenon not simply confined to developing countries. On this issue, there was not some shared orthodoxy and he was not sure that there was consensus on a paradigm.

 

Mr Francois Bourguignon, Chief Economist of the World Bank, disagreed with Dervis and said we are in front of an emerging paradigm, which was a break, both from the previous paradigm and from development economics, where distributional issues were ignored.

 

He added that development strategy is a combination that affects both growth and redistribution. However, distribution can be understood in different ways, for example, the distinction between inequality of income and inequality which relates to differences in opportunities.

 

Mr. George Gyan-Baffour, Deputy Finance Minister of Ghana, said that as part of Ghana's Poverty Reduction Strategy (PRSP), the improvement in social services did not lead to reductions in poverty levels commensurate with the expectations. Also, the expectations of the public were not met, and the growth achieved has also not increased the quality of national income.

 

He said the lingering doubts about the efficiency of the first generation of PRSPs as a development paradigm calls for an alternative option. There is an emergent new paradigm which is purported to be more efficient i. e. Growth, Poverty Reduction and Equity.

 

Professor Jayati Ghosh of Jawaharlal Nehru University said the present "economic boom" has highlighted some major weaknesses in the pattern of growth. Growth is not generating adequate employment growth, even in countries like India and China.

 

Recent economic growth has also been accompanied by sharp increases in inequalities in most countries and accelerated degradation of natural resources in developing countries.

 

Citizens of the developing countries experience more volatility of incomes, more material insecurity and reduced access to basic services. A critical feature has been the persistence of the agrarian crises in many developing countries despite a period of high agricultural prices worldwide, Prof. Gosh said.

 

These problems can be partly traced to insufficient levels of public investment in critical areas like infrastructure, agriculture and rural development, health, sanitation and education. This reflects the rigid norms of fiscal discipline that have imposed deflationary policies, leading to constrained expenditure in critical areas.

 

The international corollary to this is a new pattern of global imbalances. In the past few years, developing countries have been providing net resources to the rich countries, particularly the US. Developing countries have built up foreign reserves because of the fear of adverse effects of currency appreciation and the need to guard against potential financial crises.

 

This, she said, is a travesty of financial intermediation and amounts to a huge waste of potential resources. We do need a new way of looking at macro-economics that has a focus on the generation of good quality jobs and raising the living standards of the bulk of the people, Prof. Ghosh said.

 

She stressed three aspects for development strategies. First, public expenditure, particularly public investment, in critical areas are crucial in expanding the productive base. Second, governments must retain the ability to direct financial flows to sectors that are strategic for livelihoods and employment generation.

 

Third, institutional conditions are needed to give more voice to different groups and improve public accountability to ensure effective expenditure. Accountability, she said, would be pointless if governments were unwilling to learn about the needs of the poor.

 

More public resource mobilisation will be needed without regressive taxes or disproportionately harming the poor. Prof. Ghosh said that increased taxes in the short run may hurt the rich but that this need not be a long term trade off.

 

Prof. Ghosh added that monetary policy should not only be about price stabilisation and inflation control but should be an integral part of macroeconomic and development strategies. It should aim at expanding supply in strategic sectors.

 

Other preconditions for an effective paradigm in open developing economies include exchange rate management because it affects relative prices and can prevent excessive volatility. And financial flows should be relatively predictable, or at least not destabilising. This suggests the need to consider forms of capital control that are flexible and responsive to internal and external conditions.

 

Trade policies were also critical for generating economic incentives. The implications of developing countries being raw materials producers and wishing to develop is that they cannot move up the value chain without having the policy flexibility that developed countries exercised in their earlier developmental phases.

 

There needs to be a rethink of the strategies of the past 15 years to make growth inclusive, she concluded.

 

During the debate, Pakistan said that growth has increased along with poverty and inequity and the policies of the World Bank offered no silver bullet. The benefits of globalization continues to evade the poorest people.

 

India said targeted state policies were required for poverty reduction and that policy space for developing countries was vital. Restrictive fiscal and monetary policies have been counter-productive and prescriptive policies only tend to exacerbate crises. Countries need fiscal space to focus on their own development priorities.

 

India has taken active measures to increase employment including an assurance of
100 days of employment for rural people.

 

China said economic growth is not sufficient to reduce poverty and governments must have a strong consciousness to help the poor.

 

Algeria said the alchemy of transforming poverty into wealth works to the extent that the international policy context was conducive. It cited an example in West Africa where micro-credit was provided to sheep and meat producers, whose livelihoods however were destroyed by subsidised imported EU meat. It said that micro-credit should not be seen as a panacea in all situations.

 

Benin said that in least developed countries, eighty percent of people work in agriculture yet these countries import food. Under the current trade system, the situation is like LDCs are invited to dinner but they are unable to eat, because in trade terms they do not have the supply capacity to take advantage of exports.

 

Namibia said it had experienced colonial apartheid and needed the flexibility to reverse the imbalance created by these policies. And one way of doing this is to empower indigenous peoples. It was not a true impression that only the elite benefit from growth in developing countries.

 

Thailand said that it applied the principles of sufficiency and prudence to economics principles. It requested that people be cautious and not live beyond their means in their self- and community-interest. Sufficiency in economics is not self-sufficiency, meaning inward-looking or protectionist. Rather, it provides philosophical underpinning. It also noted that its efforts to promote economic growth were obstructed by a certain financial group whose speculative skills can undermine its efforts and exacerbate poverty.

 

Venezuela said a new model of development was needed and that this model cannot be compatible with neo-liberalism, which denies the essence of human beings and causes inequality.

 

Bolivia said international economic policies were nefarious and referred to the World Bank and IMF Washington Consensus policy, which it said was a one size fits all' policy which was both arrogant and ignorant because the multidimensional nature of poverty shows we need a combination of strategies.

 

It said it was important for economic policies to take into account cultural aspects and the majority of its population are indigenous people. For indigenous people, development has to be nature friendly. This involves transcending the colonial mentality and Euro-centric thought. It said a clearer look at global warming ought to cause us to rethink the developed countries' economic paradigm as it is simply not sustainable. Changes are necessary.

 

In another session on Emerging Challenges to Efforts to Eradicate Poverty and Hunger, Rajendra K. Pachauri, Chairperson of the Intergovernmental Panel on Climate Change, said global warming is accelerating, and it can affect yields in Agriculture, as even a one or two degree increase in average temperatures can represent a threat to global food security.

 

There is interference with the entire climate system and in some scenarios will create major convulsions with all aspects of life. He submitted that there was a need to revisit the paradigm of development and to ensure that capacity is created to address the challenge of climate change.

 

Mauritania said the effects of desertification were catastrophic. It is experiencing increased poverty and urbanisation. Nigeria said its northern regions were also suffering desertification. It said that desertification is treated by international partners as a bilateral (national) problem and not a global problem.

 

It said the level of resources flowing to address desertification were minimal, and even then the negotiations for assistance place the emphasis on mitigation and less on adaptation.

 

Russia said that the main emitters of greenhouse gases should share the burden for addressing climate change. It noted that not all countries were involved in efforts to find a solution to climate change.

 

On the climate issue, the US remained silent despite numerous invitations to take the floor. 
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